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b Increase in repayment ability as per 
Farm and Home Plan dated lll. 

b (insert reason if other than above for in-
crease in interest rate). 

You may appeal this action by writing to 
(hearing officer), (address), within 30 calendar 
days of the date of this letter, giving the rea-
son why you believe this matter should be 
decided differently. This time may be ex-
tended if you cannot notify the hearing offi-
cer within 30 days for reasons beyond your 
control. 

[56 FR 3396, Jan. 30, 1991] 

Subpart B [Reserved] 

Subpart C—Offsets of Federal 
Payments to USDA Agency 
Borrowers 

§ 1951.101 General. 
Federal debt collection statutes pro-

vide for the use of administrative, sal-
ary, and Internal Revenue Service 
(IRS) offsets by government agencies, 
including the Farm Service Agency 
(FSA), Rural Housing Service (RHS) 
for its community facility program, 
and Rural Business-Cooperative Serv-
ice (RBS), herein referred to collec-
tively as ‘‘United States Department of 
Agriculture (USDA) Agency,’’ to col-
lect delinquent debts. Any money that 
is or may become payable from the 
United States to an individual or enti-
ty indebted to a USDA Agency may be 
subject to offset for the collection of a 
debt owed to a USDA Agency. In addi-
tion, money may be collected from the 
debtor’s retirement payments for delin-
quent amounts owed to the USDA 
Agency if the debtor is an employee or 
retiree of a Federal agency, the U.S. 
Postal Service, the Postal Rate Com-
mission, or a member of the U.S. 
Armed Forces or the Reserve. Amounts 
collected will be processed as regular 
payments and credited to the bor-
rower’s account. USDA Agencies will 
process requests by other Federal agen-
cies for offset in accordance with 
§ 1951.102 of this subpart. This subpart 
does not apply to direct single family 
housing loans, direct multi-family 
housing loans, and the Rural Utilities 
Service. Section 1951.136 of this subpart 
only applies to RHS for its community 
facility program and RBS for the offset 
of Federal payments. Nothing in this 

subpart affects the common law right 
of set off available to USDA Agencies. 

[67 FR 69671, Nov. 19, 2002] 

§ 1951.102 Administrative offset. 

(a) General. Collections of delinquent 
debts through administrative offset 
will be taken in accordance with 7 CFR 
part 3, subpart B and § 1951.106. 

(b) Definitions. In this subpart: 
(1) Agency means Farm Service Agen-

cy, Farm Loan Programs; Rural Hous-
ing Service, except direct Single Fam-
ily Housing loans and direct Multi- 
Family Housing loans; and Rural Busi-
ness-Cooperative Service, or any suc-
cessor agency. 

(2) Contracting officer is any person 
who, by appointment in accordance 
with applicable regulations, has the au-
thority to enter into and administer 
contracts and make determinations 
and findings with respect thereto. The 
term also includes the authorized rep-
resentative of the contracting officer, 
acting within the limits of the rep-
resentative’s authority. 

(3) County Committee means the local 
committee elected by farmers in the 
county, as authorized by the Soil Con-
servation and Domestic Allotment Act 
and the Department of Agriculture Re-
organization Act of 1994, to administer 
FSA programs approved for the county 
as appropriate. 

(4) Creditor agency means a Federal 
agency to whom a debtor owes a mone-
tary debt. It need not be the same 
agency that effects the offset. 

(5) Debt management officer means an 
agency employee responsible for collec-
tion by administrative offset of debts 
owed the United States. 

(6) Delinquent or past-due means a 
payment that was not made by the due 
date. 

(7) Entity means a corporation, joint 
stock company, association, general 
partnership, limited partnership, lim-
ited liability company, irrevocable 
trust, revocable trust, estate, chari-
table organization, or other similar or-
ganization participating in the farming 
operation. 

(8) FP means Farm Programs. 
(9) FLP means Farm Loan Programs. 
(10) FSA means Farm Service Agency. 
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(11) National Appeals Division means 
the organization within the Depart-
ment of Agriculture that conducts ap-
peals of adverse decisions for program 
participants under the purview of 7 
CFR part 11. 

(12) Offsetting agency means an agen-
cy that withholds from its payment to 
a debtor an amount owed by the debtor 
to a creditor agency, and transfers the 
funds to the creditor agency for appli-
cation to the debt. 

(13) Propriety means the offset is fea-
sible. It includes offsetting a debtor’s 
payments due any entity in which the 
debtor participates either directly or 
indirectly equal to the debtor’s inter-
est in the entity. To be feasible the 
debt must exist and be 90 days past due 
or the borrower must be in default of 
other obligations to the Agency, which 
can be cured by the payment. 

(14) Reviewing officer means an agency 
employee responsible for conducting a 
hearing or documentary review on the 
existence of debt and the propriety of 
administrative offset in accordance 
with 7 CFR 3.29. FSA District Directors 
or other State Executive Director des-
ignees are designated to conduct the 
hearings or reviews. 

[65 FR 50602, Aug. 21, 2000, as amended at 67 
FR 69671, Nov. 19, 2002; 69 FR 5267, Feb. 4, 
2004] 

§§ 1951.103–1951.105 [Reserved] 

§ 1951.106 Offset of payments to enti-
ties related to debtors. 

(a) General. Collections of delinquent 
debts through administrative offset 
will be in accordance with 7 CFR part 
3, subpart B, and paragraphs (b) and (c) 
of this section. 

(b) Offsetting entities. Collections of 
delinquent debts through administra-
tive offset may be taken against a 
debtor’s pro rata share of payments 
due any entity in which the debtor par-
ticipates when: 

(1) It is determined that FSA has a 
legally enforceable right under state 
law or Federal law, including program 
regulations at 7 CFR 792.7(l) and 
1403.7(q), to pursue the entity payment; 

(2) A debtor has created a shell cor-
poration before receiving a loan, or 
after receiving a loan, established an 
entity, or has reorganized, transferred 

ownership of, or otherwise changed in 
some manner the debtor’s operation or 
the operation of a related entity for 
the purpose of avoiding payment of the 
FSA, FLP debt or otherwise circum-
venting Agency regulations; 

(3) Assets used in the entity’s oper-
ation include assets pledged as security 
to the Agency which have been trans-
ferred to the entity without payment 
to the Agency of the value of the secu-
rity or Agency consent to transfer of 
the assets; 

(4) A corporation to which a payment 
is due is the alter ego of a debtor; or 

(5) A debtor participates in, either di-
rectly or indirectly, the entity as de-
termined by FSA. 

(c) Other remedies. Nothing in this 
section shall be deemed to limit rem-
edies otherwise available to the Agency 
under other applicable law. 

[65 FR 50603, Aug. 21, 2000] 

§§ 1951.107–1951.110 [Reserved] 

§ 1951.111 Salary offset. 
Salary offset may be used to collect 

debts arising from delinquent USDA 
Agency loans and other debts which 
arise through such activities as theft, 
embezzlement, fraud, salary overpay-
ments, under withholding of amounts 
payable for life and health insurance, 
and any amount owed by former em-
ployees from loss of federal funds 
through negligence and other matters. 
Salary offset may also be used by other 
Federal agencies to collect delinquent 
debts owed to them by employees of 
the USDA Agency, excluding county 
committee members. Administrative 
offset, rather than salary offset, will be 
used to collect money from Federal 
employee retirement benefits. For de-
linquent Farm Loan Programs direct 
loans, salary offset will not begin until 
the borrower has been notified of serv-
icing options in accordance with 7 CFR 
part 766. In addition, for Farm Loan 
Programs direct loans, salary offset 
will not be instituted if the Federal 
salary has been considered on the farm 
operating plan, and it was determined 
the funds were to be used for another 
purpose other than payment on the 
USDA Agency loan. For Farm Loan 
Programs guaranteed debtors, salary 
offset can not begin until a final loss 
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